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THE CAREER PROGRAM IN THE 
ARMY AUDIT AGENCY 


Clark L. Simpson 


Shortly after July 1, 1955, 203 accounting graduates from 
universities all over America started their vocational careers with 
the Army Audit Agency. This Agency is a division of the Office 
of the Comptroller of the Department of the Army, with responsi- 
bility for the audit of all Army contracts and the Internal audit 
of all military installations throughout the world. 

These men in 6 months were promoted to GS-7 (with the excep- 
tion of a very few who failed to make the grade). Shortly those 
who continue to show promise will be fitted into GS-9 positions as 
such positions are available, only 18 months from college. This is | 
rapid fire promotion but it is part of our Agency’s answer to the 
need for a career service to attract and retain capable men in 
Government. 


THE PROBLEM UNTIL RECENT YEARS 


Like other agencies of Government, the Army Audit Agency has 
been for a number of years adopting the professional approach to 
auditing from the field of public accounting. However, because of 
the pressure to perform audits, and a lack of sufficient staff, many 
of the features which made public accounting so attractive were 
being neglected. Employees were assigned tasks to do but given 
only limited training periods. It was generally necessary in filling 
a job to hire an experienced man. There was no time available for 
schooling. 

The unfortunate effect of this situation, therefore, was that 
when responsible jobs were vacated, there was no one available on 
the staff to be promoted. It was necessary to recruit from the out- 
side, even to fill responsible supervisory positions. Such a situation 
was unhealthy, for employees could not be expected to long con- 
tinue with an agency in which they had no opportunity to grow. 
Other governmental agencies were none too appreciative of our 
efforts to hire their better staff members, and it became apparent 
that corrective measures were needed. 
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IN-SERVICE TRAINING 


We recognized in late 1953 that the first step in correcting this 
situation was to give a hurry-up course for potential supervisors 
already on the staff, our greatest immediate need being the filling 
of a number of supervisory positions. To accomplish this we ob- 
tained permission from the head of the Agency to draft the best 
qualified technicians as faculty for the training course. 

It was also recognized that, for the training course to be a suc- 
cess, it would be necessary to completely disregard the pressure 
of work and the serious need to complete audits, and to require 
the attendance of personnel at the training sessions, no matter the 
backlog of work. 

We determined that the best material to be utilized in such a 
course would be actual case material taken from the files. This 
group of potential supervisors was familiar with auditing and 
accounting principles, and they had some contact and knowledge 
as to Army regulations and procedures. They had served as staff 
men, however, accepting assignments and instructions from super- 
visors who themselves were not sometimes fully qualified. 

Our three-week course was aimed at emphasizing management 
problems and management decisions which had to be made by men 
in the grade for which we were grooming this group. Many of 
the men participating in our supervisory training course in 1953 
are today responsible supervisors in our organization. Others 
require additional training, but are still considered potentials. 
Over 460 staff men have graduated from this course to date. 


COLLEGE RECRUITMENT PROGRAM 


Until 1954, we had never hired trainees in this Agency. In order 
to qualify with the Agency it was necessary for a man to have had 
previous experience elsewhere. This was not a good situation. 
Generally, when a qualified college graduate starts on an assign- 
ment with an organization, he plans to stay with that organization. 
Too often when one indicates an interest in a transfer or assign- 
ment elsewhere, a careful investigation will reveal that he belongs 
to that group of governmental job jumpers—the “malcontents” 
and “misfits.” It became apparent that, if we desired the better 
qualified college trained accountants, it would be necessary for us 
to establish a trainee position which could be filled by those im- 
mediately graduated from college. 

We worked out with the Civil Service Commission a college 
recruitment program, now in its third year, which offers the 
college graduate who majors in accounting the benefits described 
in a previous paragraph. We hire these men at GS-5, and, with 
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intensive classroom and on-the-job training, are able to promote 
them at the end of six months to GS-7. With satisfactory per- 
formance for another year, they are eligible for GS-9 positions. 
Already, over 522 employees have come to us as trainees. 

We anticipate that the college men being brought into this 
organization, with growth and development, will eventually furnish 
the qualified management which is so necessary in a dynamic 
agency. 


TRAINING AND UTILIZATION 


Training of staff is not limited to the lower grades. It continues 
as a man ages with us and as he goes up the grade ladder. We 
utilize management control seminars, staff conferences, personal 
counseling, technical training courses, and many other methods for 
encouraging employee improvement. We urge upon our staff mem- 
bers participation in technical professional and business associa- 
tions and in outside courses of study at recognized universities. 

Our staff members are urged to write for professional and tech- 
nical magazines, including The Federal Accountant, it being our 
contention that such action increases the stature of the individual 
and the Army Audit Agency. 

We maintain an inventory control card on every employee. This 
card contains information relating to the employee’s educational 
background, age, experience prior to coming with Army Audit 
Agency, types of work performed with the Agency, and an evalua- 
tion of his performance on the various jobs with us. It also con- 
tains information as to whether the man is a certified public 
accountant, and points out his especially strong characteristics 
which might well be utilized on a particular assignment. 

Successful management makes the most effective use of its per- 
sonnel. Our employee inventory permits us to locate the potential 
executive talent available, and our periodic evaluation of such per- 
sonnel helps us to “force feed’ these individuals to insure that 
they grow into the most desirable type of supervisor personnel. 
It is important that young employees have the opportunity to grow 
fast. In many an organization, an ambitious youngster will lose 
heart if he finds himself frozen in grade for too long a period. A 
goodly number of our present Branch Chiefs have developed and 
grown to their present jobs as a result of our career development 
program. 


PERFORMANCE EVALUATION 


One of our important aids in spotting potential management 
personnel is our performance evaluation procedure. We have de- 
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veloped two types of staff appraisal procedures, one for trainees 
through grade GS-11, and another for supervisory employees grade 
GS-12 and up. 

These appraisals, for those up through grade GS-11, are made 
every 90 days during the first year of employment, and upon 
reassignment, where the employee has served at least 30 days 
before the transfer. The auditor is evaluated by his superior on 
indicated ability, preparation of working papers, meeting and 
dealing with others, presenting ideas and facts, and administrative 
ability. Each supervisor is required to point out the auditor’s 
strengths, technical and/or personal characteristics. He is also 
required to indicate those areas in which the auditor needs im- 
provement. A supervisor must show what is being done to correct 
these deficiencies. He gives his opinion as to whether the auditor 
is capable of performing in the next higher grade, and, if not, how 
soon he believes he could do so. He is also to indicate development 
activity needed to improve his potential. The evaluation is dis- 
cussed with the employee and his reaction to it becomes a part of 
the record. 

Agency personnel holding auditor positions GS-12 and above, or 
military personnel performing audit duties of equivalent responsi- 
bility, whether in an operational, staff, managerial, or executive 
capacity, are appraised every twelve months. This appraisal is a 
technique for evaluating the auditor’s performance, personal quali- 
fications, and potential. For this procedure, we use the Committee 
System. The Committee consists of three persons with the immedi- 
ate superior of the employee acting as chairman. The other two 
members are selected from officials equal to or higher than the 
chairman, but not including the chairman’s immediate superior. 
One of these is selected by the appraisee and one by the chairman. 


Each auditor is evaluated on performance, which includes meas- 
urable results. For example, how he meets deadlines on audits, 
whether the audit report was acceptable, whether he demonstrated 
the technical know-how needed, whether the volume of production 
was sufficient, whether he adhered to standards, whether he was 
cost conscious in operating the audit, whether he demonstrated 
ability to write and speak clearly, whether his influence bolstered 
the morale of his workgroup, whether his training of subordinates 
was all that it should be, and whether his evaluation of subordi- 
nates was of a proper calibre. 

A determination is also desired as to whether the individual has 
contributed to improvement in auditing techniques applied in the 
audit. Has he the ability to plan, to organize, and to handle people? 
Is his supervisory ability all that it should be? Has he demon- 
strated skill in briefing staff members? Does he guide his staff or 
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is he dictatorial? How many of his staff members have qualified 
for promotion to more responsible jobs? Is he capable of adjusting 
audit programs to fit special situations? Another division of this 
appraisal is devoted to personal qualifications of the man being 
appraised. What are his qualifications that are pertinent to his 
job? In which ones is he above and in which below average? What 
are the appraiser’s reactions to his temperament, dependability, 
judgment, and ambition? Does he have initiative? Does he have a 
sense of devotion to Army Audit Agency? How does he accept 
criticism? 

In discussing this man’s potential, effort is made to determine 
the next step for the individual—is he eligible for the next step? 
Is he qualified to go beyond the next step? What is the highest 
job in the ‘Agency for which he can be expected to eventually 
qualify? What does he want? Has he set his course as to a long- 
time future with Army Audit Agency? The three members of this 
appraisal committee arrive at independent conclusions as to rating 
the individual. However, before the rating form is released there 
must be unanimity as to the rating to be given. This matter must 
be discussed at length by members of the Committee and they must 
agree in this respect. Generally, the Committee comes up with 
suggestions as to the development of the individual, some of which 
require initiative on the part of the individuals, others on the part 
of superiors. 

Subsequently, the party being appraised is interviewed by his 
immediate superior. The purpose of this interview and of telling 
him of his shortcomings is to help him develop rather than to 
criticize. Means are suggested of overcoming deficiencies. His 
duties and responsibilities are reviewed. He is told of the career 
development program of Army Audit Agency and assured that the 
purpose of the appraisal is to help him grow with the Agency. It 
is generally desirable to discuss the appraisee’s major strong points 
at the start, and subsequently discuss his major weaknesses. This 
puts him at ease at the beginning. He is then asked for his sugges- 
tion for overcoming deficiencies, and if he presents a plan, it is 
his own and he will put much more effort into carrying it out than 
if it were tailored for him. 

At a later date, there is a followup on these appraisals to deter- 
mine whether the planned corrective measures have been taken and 
whether efforts are being made to correct deficiencies and to assist 
the career development of this individual. 


EMPLOYEE DEVELOPMENT 


In our Staff Memos (monthly communication to all employees), 
staff conferences, and personal interviews, we point out our inter- 
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est in each employee, which is very real. Also, throughout our 
operations we are emphasizing the importance of rotation between 
jobs. We want every one of our employees to have experience as 
nearly as practicable in all possible fields. This will make him a 
more useful employee and at the same time will place him in a 
position for any promotion which may come his way. 

Between now and June 30, 1957, we anticipate sending approxi- 
mately 50 auditors now on our staff in the United States to two 
year assignments abroad. The men now serving abroad will in 
many cases replace them here. In each case, the staff men have 
assurance of continuity of employment if justified by their per- 
formance. With improved communications and transportation, the 
world has grown small in recent years. In our organization, the 
growing auditor can get to see most of it, if he is intrigued by 
rotating his assignments. The work is challenging, the pay is good, 
and the opportunity here or across the seven seas is as broad as 
the most distant horizon. 
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MODERNIZING 
THE ACCOUNTING SYSTEM OF THE 
BUREAU OF MINES 


Kenfield Bailey 


The Bureau of Mines, Department of the Interior, recently 
decided to modernize its accounting system to change from the 
older allotment ledger concept of accounting for Federal funds to 
a modified cost-finding system designed specifically to fit the 
requirements of the bureau. 

The Department of the Interior for the past several years has 
been working closely with the Accounting Systems Division of the 
General Accounting Office in carrying out the ideas of modern 
accounting as set forth in the Budget and Accounting Procedures 
Act of 1950. The effort of the Bureau of Mines, therefore, was 
closely coordinated with the Division of Budget and Finance of the 
Department of the Interior, which, in turn, enlisted the advisory 
assistance of the Accounting Systems Division. 

The step-by-step program which was developed and followed 
in the change from one system to another proved successful for 
the Bureau of Mines, and may be helpful to other agencies. 


SURVEY OF REQUIREMENTS 


The end result of any accounting system is an accurate record- 
ing of fiscal transactions in such a manner as to facilitate the 
preparation and presentation of fiscal reports that will assist 
management in the conduct of the affairs of the organization at 
all levels of operation. To determine what those requirements are, 
a survey of all levels of activities was the first order of business. 

A survey team was formed, composed of representatives from 
the Division of Budget and Finance of the department, the Ac- 
counting Systems Division, and the Bureau of Mines. Preliminary 
discussions were held with the Director and his top management 
staff. In attendance at this meeting were the Administrative 


’ Assistant Secretary, and the Director of the Accounting Systems 


Division. The part to be performed by each agency was clearly 
defined and understood. 
The survey team was then free to and did interview and discuss 
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with all division and branch chiefs in the Washington office their 
fiscal problems and requirements to determine their needs in the 
way of operating fiscal reports from the field offices. 

The survey team visited regional offices and field stations ex- 
plaining the proposed change and developing the fiscal information 
that would be needed at each level of operation. 

Upon completion of the field survey, tentative plans of operation 
were drafted and presented to the Director’s executive staff, 
departmental, and General Accounting Office representatives, for 
final approval before work was begun. 


DRAFTING OF MANUAL 


A manual of procedures had to be prepared first. For this work 
it is essential to have a procedures unit staffed by personnel, 
familiar with the technique of manual preparation, as well as 
having a substantial accounting background, to insure that mate- 
rial submitted for the manual is easily understood by the account- 
ing clerical staff. 

The best qualified employees were assigned the task of writing 
the various chapters to be included in the manual of instructions. 
Drafts of each chapter were edited by all who would be affected 
in any way by the manner in which instructions were presented. 
Three other units of the Bureau were associated closely with mate- 
rial in various chapters, such as property management, personnel, 
and program. 

All manual material was approved by the department and the 
General Accounting Office as work progressed, so that upon com- 
pletion the manual had received the nominal approval required 
from the latter organization. 


PILOT INSTALLATION 


When the final drafts of the manual were completed, plans were 
made immediately to establish a pilot installation in a field regional 
office. It was considered important to select an office that would 
present as many different problems as possible. Care was taken 
that the office selected had competent personnel, capable of assum- 
ing the new duties, and willing to cooperate in every way to effect 
the transition from one method to another with the maximum 
efficiency. 

When the office was selected and approval of the regional direc- 
tor was received, representatives of the central office, supplied 
with copies of the manual for the use of everyone who would be 
involved with the change, as well as a supply of various new forms 
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to be used, were dispatched with instructions and authority to 
install the new system as quickly as possible. 

Upon arrival at the regional office the installation team explained 
in detail to the regional director, what steps were involved in the 
new procedure and what instructions should be issued by him to 
his employees to insure the necessary cooperation from all con- 
cerned. 

The personal desk-to-desk instructions on all phases of the new 
manual were given to each employee in the accounting office. The 
use of each new form was carefully explained to the individual 
employee who was assigned to use it. 

As soon as the accounting office employees had been instructed 
and assignment of duties made, the central office team visited each 
major field installation and had several round-table discussions 
with station superintendents and program leaders. Detailed ex- 
planations were given of the reasons for changing the system, and 
the benefits which could be expected. Everyone was instructed on 
the changes which would be necessary on his part to implement 
the system. 

The proposed new report forms were discussed in detail and, 
to those interested in the reports, explanations were given of the 
use that should be made of the information reflected therein. 

After all field offices had been visited, the team returned to the 
regional office to answer the questions that had arisen and to give 
further instruction. The team remained to the end of the first 
month to assist in the month-end closing and preparation of 
reports on the new forms. 


BUREAU-WIDE INSTALLATION 


The next step was to call a general meeting of all fiscal and 
administrative officers for general instructions on what procedures 
would be followed to effect installation of the new system through- 
out the rest of the bureau. The meeting was held in the regional 
office where the pilot installation had been made, so that the system 
could be seen in operation and problems could be discussed with 
personnel who had been working with them. 

Present at this meeting were the top administrative staff from 
the central office, a representative from the department, and an 
assistant director from the Accounting Systems Division of the 
General Accounting Office. It is desirable to have a representation 
of such personnel to meet with field delegations to impress upon 
everyone the importance attached at high levels to the work 
involved. 
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The fiscal, property, and administrative officers from each of 
the regional offices were present for discussions on all phases of 
the new system. 

Copies of the new manual were distributed and explanations 
of each chapter were given in detail with ample opportunity for 
questions and answers. 

Arrangements were made for representatives from the central 
office to visit all of the other regional offices simultaneously so 
that all installations of the new system could be made effective 
upon the same date. The central office representatives remained 
in the various offices as long as required to effect the installation 
and insure that every one concerned had a good working knowledge 
of the manual under which the new system was to function. 


SUBSEQUENT FOLLOW-UP 


Two to three months after the installation became effective, 
follow-up visits were made to all of the field offices. This is im- 
portant. Many problems will arise which can be discussed advan- 
tageously among all concerned. Answers to problems in one area 
are always useful in solving similar problems in other offices. 

The central office staff will be able to detect numerous pro- 
cedural errors by close examination of the fiscal reports submitted 
under the new system. Letters of explanation should be written 
immediately, calling attention to the errors and explaining how 
corrections should be made. This is important. It helps to instill 
confidence in the field employees, if they know they can get instruc- 
tions on what to do when things go wrong. 

And finally, it is important that the central office be ready to 
send representatives to aid any office that gets into trouble and 
asks for assistance. 

If such a step-by-step process is followed, the transition from 
one system to another can be effected with a minimum of difficulties 
and maximum success. 
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THE ACCOUNTING ORGANIZATION OF A 
SUBSIDIZED STEAMSHIP COMPANY 


John J. Creevy 


WHuy SuBSIDY IS NECESSARY 


American shipping as a successful private enterprise terminated 
with the Civil War period (1861-1865). As a result of vessels 
being lost during the Civil War, insurance costs soared to exorbi- 
tant levels for vessels flying the Stars and Stripes. Because of the 
war risk and the financial loss resulting from the high insurance 
rates assessed American-flag operators, there was a flight of ves- 
sels from the flag to foreign registry. Such vessels were denied 
the privilege of returning to United States registry after the War. 

At the same time, steel steamships were being developed. Costs 
then, as now, were relatively higher in the United States as com- 
pared with costs in England. A statute, which had been on the 
books since 1789, forbade the United States documentation of 
foreign-built vessels. Thus, United States operators had to pur- 
chase rather costly ships to operate in competition by limiting 
their activities to coastwise trade which had been reserved for 
vessels of United States registry since the Navigation Act of 1817. 
Efforts were made to reduce certain shipbuilding costs in the 
United States by successive tariff regulations; however, this did 
not prove successful. The valuation of imports and exports carried 
by United States ships in American commerce dropped from 92% 
in 1825 to 13% in 1890. 

From the foregoing, it can be understood that from the period 
following the Civil War, ‘American-built vessels could not be oper- 
ated in competition with foreign-built vessels because of the high 
construction cost differential which resulted in low potential earn- 
ings for ship owners engaged in foreign trade. Capitalists simply 
sought more favorable fields for investment. 

The outbreak of World War I caught the United States with a 
merchant fleet inadequate to meet even basic needs. American-flag 
vessels were transporting but nine per cent of the nation’s export- 
import trade. Stronger maritime nations had more cargoes than 
they could carry. For a time, no ships were available for American 
commerce. Foreign trade was paralyzed. Goods and materials 
piled up on American docks. Businessmen caught in this dilemma 
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faced bankruptcy. Ships were eventually made available to U. S. 
business and agriculture, but at rates that had sky-rocketed as 
much as 2,000 per cent. 

Shipping’s “Magna Charta,” the Merchant Marine Act of 1936, 
was in effect by the outbreak of World War II. Its support of 
American shipbuilding and encouragement of the American Mer- 
chant Marine had already produced 185 new ships for the fleet. 
The importance of the construction program initiated under the 
1936 Act is clearly summarized in the Harvard Report (1945): 
“. . because of the 1936 Act, the United States had both a nucleus 
of modern merchant vessels before the disaster at Pearl Harbor 
in December 1941 and the machinery for greatly expanding ship 
production to meet the extraordinary requirements of World War 

The United States had ample American-flag ships at the out- 
break of Korean hostilities. Despite the fact that it was a limited 
war, allied merchant ships could not have met the demand for 
trans-Pacific shipping; further proof that foreign-flag merchant 
fleets cannot be depended upon to meet the requirements of the 
national defense and commerce of the United States. 

Five tons of supplies accompanied each man sent to Korea, and 
sixty-four pounds of supplies each day were necessary to sustain 
each man after his arrival, according to Secretary of the Navy, 
Charles S. Thomas. More than five million passengers were shipped 
to the Korean theatre from 1950 to 1953. This means that 25 
million tons of basic supplies plus 160,000 tons per day were 
needed for the troops, according to Secretary Thomas’ figures. 
Ninety-five per cent of this tonnage moved by ship—80 per cent 
by American-flag vessels and 15 per cent by the Military Sea 
Transportation Service. 

Because the United States was not at the mercy of foreign-flag 
operators, conference shipping rates increased a modest 10 per 
cent during the Korean conflict. Contrast this with the soaring 
1,117 per cent increase in ocean freight rates during World War I, 
when the U. S. had only enough ships to carry 9 per cent of her 
total export-import trade. 


THE MERCHANT MARINE ACT OF 1936 


After nearly 100 years of trial and error failed to provide 
America with a stable maritime policy, Congress drafted the 
Merchant Marine Act of 1936. A model piece of maritime legisla- 
tion, it establishes a workable basis for maintaining a strong 
American Merchant Marine as a private enterprise venture. 

The philosophy of the 1936 Act can be stated in homely terms. 
The Government says to the owner: If you will build your ship 
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to American standards in more expensive American yards instead 
of in cheaper foreign yards and to foreign standards, we will pay 
the differential. The Government also says: If you will operate 
that ship under the American flag regularly in good times and bad 
on a foreign trade route the Government designates as essential, 
the Government will pay the difference between your high Ameri- 
can costs and the lower foreign costs. Then you will be in a com- 
petitive position, to succeed or fail by your own efforts. If you 
earn more than a specified return on the capital necessarily em- 
ployed in subsidized operations, we will divide the excess 50-50, 
until the entire subsidy is repaid to the Government. Meanwhile, 
for national defense purposes, it is cheaper for private industry 
to own and operate a fleet which will be available for military 
purposes in an emergency, than for vour Government to build and 
lay up the vessels in a reserve fleet. 

The 1936 Act requires the subsidized operator to deposit any 
earnings from its subsidized operations which are in excess of 
amounts allowed for distribution to stockholders into certain pre- 
scribed statutory reserve funds. Depreciation must also be funded 
under the Act. These funds are to be used to carry the operator 
over bad times, and also to replace the fleet at the end of its 
economic life. Certain of these deposits are tax-deferred, the tax 
being payable upon termination of the subsidy contract or with- 
drawal from the funds for purposes other than construction of 
approved new tonnage. 


Cost OF CONSTRUCTION SUBSIDIES: 


During the 16-year period—1938 through 1953, inclusive, the 
net construction differential subsidy payment under the 1936 Act 
amounted to approximately $97,000,000 or approximately $6,000,- 
000 per year. This has been a cheap price to pay when we consider 
the increase in the size and quality of our subsidized fleet over 
the 16-year period. In effect, this $97,000,000 represents amounts 
paid to American shipyards and other shipbuilding sub-contrac- 
tors, and is the differential between the cost to build the same 
vessels in foreign yards to foreign standards and the American 
cost. 

Due to the rise in labor and material costs, we face a substantial 
increase in the replacement costs of the subsidized fleet in the near 
future. Indications are that a much larger capital expenditure will 
be required of the operators, and a significant construction subsidy 
must be anticipated. 
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OPERATING-DIFFERENTIAL SUBSIDY: 


It is very important to emphasize here that operating subsidy 
payments are not guarantees of profits. Actually, operators may 
not retain any subsidy if profits justify 100% recapture of such 
accruals or payments within the ten-year accounting period pre- 
scribed by law. Of all the subsidies granted by the Government, 
only that paid subsidized steamship operators is subject to re- 
capture. 

We, in the industry, prefer to call such differential payments 
“parity payments.” The word “subsidy” tends to denote a gift or 
a grant, whereas these payments are contractual payments for 
services rendered under the operating-differential subsidy agree- 
ment. The subsidy agreement stipulates many operating restric- 
tions not applicable to a foreign flag operator, such as American 
manning, storing with American goods and repairing in American 
yards, all of which result in higher operating costs. 

Subsidy rates are based on the differential in certain operating 
costs with the major foreign competitors in the respective essential 
trade routes. An indication of the great disparity in operating 
costs of American operators and their foreign competitors can be 
noted from the following crew wage comparison: 

Monthly wages of a C-2 type cargo vessel during 1952 
were approximately as follows— 


United States ......... $24,500 per month 
errr $ 4,100 per month 
Great Britain ......... $ 5,600 per month 
$ 6,900 per month 
ee $ 5,100 per month 


During the 14-year period between 1938 and 1951, subsidy paid 
or accrued for payment to the subsidized lines totalled $258,500,- 
000. This actually covered a ten-year period of subsidized services, 
since during the war period from 1943 through 1946, operating 
subsidies were suspended. Out of the total of $258,500,000 subsidy 
mentioned, approximately $111,400,000 was recaptured or accrued 
for recapture, leaving approximately $147,100,000 net subsidy paid 
or accrued during this ten-year operating period. This approxi- 
mated $14,700,000 per year to operate the subsidized merchant 
fleet of the nation. 


LYKES Bros. STEAMSHIP Co., INC. 


Lykes Bros. Steamship Co., Inc. is one of 16 subsidized operators 
serving twenty-nine essential trade routes of this country. It owns 
and operates 54 dry cargo vessels in six essential trade routes. 
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They must be serviced regularly within the stipulated voyage 
minima and maxima prescribed by the Maritime Administration 
for each such trade route under the subsidy contract. In support 
of these operations, the company, through its subsidiaries, main- 
tains agency or supervising offices in nine foreign countries and 
one in Puerto Rico. It also maintains seventeen branches in the 
major Gulf port areas, at strategic United States inland locations 
for traffic development purposes and at New York. The chief 
financial officer of Lykes Bros. Steamship Co., Inc. is the Vice 
President—Finance, who is also Secretary and Treasurer and a 
member of the Board of Directors. The organization of the Finance 
Division has been subdivided as follows: 

Auditing Department—Headed by a General Auditor 

Treasury Department—Headed by an Assistant Treasurer 

Accounting Department—Headed by the Comptroller 
This segregation of responsibilities results in a well-coordinated 
and balanced organization; it also assures the Vice President— 
Finance of efficient, overall financial control. 


ACCOUNTING ORGANIZATION 


The Comptroller is an elected officer of the company in charge 
of maintenance of all accounting records and accounting pro- 
cedures. He reports to the Vice President—Finance in all normal 
business functions. However, he may have access to the Board of 
Directors on any matters which, in his judgment, should be 
reported directly to the Board. 

The Accounting Department is made up of the following sub- 
units or sections: 

Financial Accounting Section 

General Accounting Section 

Estimating and Statistics Section (Costs) 

Taxes and Special Financial Reports 

Assistant to the Comptroller 

Office Manager and Income Control 

National Shipping Authority Accounting Section 

Each “of the sections mentioned is supervised by an experienced 
Section Head who, in turn, reports to the Comptroller through the 
Assistant Comptroller. In addition to the named sections, certain 
special functions are assigned to special assistants to the Comp- 
troller as necessary. 
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FINANCIAL ACCOUNTING SECTION 


This section, under the supervision of a Senior Accountant, is 
responsible for the preparation of all regular financial statements 
furnished the management, and for those required by the Govern- 
ment under contracts, General Orders and regulations. 

This section has a most responsible function since, among other 
duties, it must prepare the subsidy accountings required in deter- 
mining the “cumulative recapture” of subsidy, and in the past, 
was responsible for all “additional charter hire” computations 
under bareboat charter contracts with the Maritime Administra- 
tion. The regulations pertaining to the preparation of these finan- 
cial statements must be thoroughly understood and carefully 
followed. 

The Senior Accountant in charge of this section acts as liaison 
with Maritime Administration auditors assigned to audit annual 
accountings, as well as with those of the public accounting firm 
retained by our company. Any matters requiring a policy decision 
are promptly referred to the Comptroller for handling directly 
with the Maritime Administration accountants or the public 
accountants as necessary. 


GENERAL ACCOUNTING SECTION 


This section is headed by the Chief Accountant, who is respon- 
sible for all bookkeeping functions, as well as such general account- 
ing functions as accurate coding, approval of all journal vouchers 
and all other source documents. The Chief Accountant is respon- 
sible for periodically reviewing, or having reviewed, all ledger 
accounts on the books. He secures certifications from the respon- 
sible personnel that this has been done and that all adjustments 
necesary have been accomplished. 

Being the home office of a world-wide organization, all branch 
office controls and accountings must be reconciled and recorded 
through this section on a tight predetermined deadline schedule. 
The Chief Accountant must see that this schedule is met by all 
other sections and branches in order to present accounting data 
to the General Financial Section in time to meet final filing dates 
prescribed by the Comptroller. 

Accounting for insurance premiums, billable insurance claims, 
inventories, Federal Insurance Contribution Act payments, Unem- 
ployment Insurance and unclaimed wages are also a responsibility 
of the General Accounting Section. 

Accounting classifications are prescribed by the Maritime Ad- 
ministration through General Order 22, Revised, and accounting 
codes are so established. Certain sub-accounting classifications are 


of ¢ 
of 
| 
nev 
mer 
user 
Wit 
| Sta 
voy 
| tion 
cial 
cor 
E 
mal 
of 
of a 
T 
of ¢ 
it 
per 
pur 
opi 
: thr 
of 1 
suc 
act: 
TA: 
; 
exp 
am 
rel; 
4 rea 
rev 
the 
18 


provided by the Chief Accountant to permit statistical sub-analyses 
of certain accounts as necessary from time to time. The books 
of account are maintained on various types of mechanical equip- 
ment, each being used as we feel is most economical and necessary. 


ESTIMATING AND STATISTICS SECTION (COSTS) 


With the shipping business being highly competitive, there can 
never be too much cost or statistical data available for manage- 
ment. Cost data, of course, does little good if it is not properly 
used and followed up by operating personnel and management. 
With the aid of tabulating equipment, we produce a variety of cost 
analyses for each vessel and voyage and for regular calendar 
periods as the need justifies. 

Certain costs are developed and used by the Estimating and 
Statistics Section as the basis of projecting results of anticipated 
voyages of vessels with prospective cargo offering. These projec- 
tions permit the Traffic Division personnel to determine the finan- 
cial prospects of the voyage, and indicate whether or not other 
combinations of available cargo will produce better results. 

Each month, and at other such intervals as deemed necessary, 
management is furnished with revised projections of the results 
of each voyage in progress, as well as cumulative operating results 
of all voyages terminated for the year to date. 

This section is also responsible for developing traffic statistics 
of all services in which we are interested. This is a large task, but 
it permits data to be furnished our Traffic Division and solicitor 
personnel for better trade development. 

Numerous special studies are made at regular intervals for the 
purpose of cost evaluation projections and also as a basis of devel- 
oping standards for control of certain cost factors. The follow- 
through of cost evaluations is the duty of the liaison representative 
of the Cost Section. He must constantly review various segments 
of cost with the heads of the operating divisions through which 
such costs are incurred, and otherwise assist them in taking any 
action which may be indicated to effect reductions. 


TAXES AND SPECIAL FINANCIAL REPORTS 


This section is headed by a Senior ‘Accountant with long tax 
experience. Federal, state and foreign taxes require the greatest 
amount of this staff’s time. The complexities and cost of taxes 
relative to the world-wide operations of this company can be 
readily understood, and as a result, certain tax questions are 
reviewed by the Comptroller and all returns are cleared through 
the Vice President of Finance before final filing. The head of the 
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Tax Section acts as liaison with Government auditors in all tax 
reviews and examinations. 

Certain special financial reports are prepared by this section for 
release to management by the Vice President—Finance. Such 
reports are generally in the nature of detailed analyses of financial 
results of the preceding accounting period. 


ASSISTANT TO THE COMPTROLLER 


The Assistant to the Comptroller is a Senior Accountant respon- 
sible for many and varied functions. The major responsibilities 
at the present time are as follows: 

1. Renegotiation analysis and reports; 
2. Subsidy rate-making analysis; 
3. Supervision of subsidy billing and the integration of all 
related billing data; 
4. Liaison with Maritime Administration auditors regarding 
audit of subsidizable expenses. 
The centralizing of all matters relating to subsidy through this 
assistant insures a more thorough control over this complex and 
involved function, and avoids misunderstanding and confusion 
which might otherwise result. 


OFFICE MANAGER AND INCOME CONTROL 


The Office Manager is responsible, through the Income Section 
Head, for the proper, prompt recording and collection of all traffic 
and miscellaneous revenues due the company—wherever it origi- 
nates. He is also responsible for confirming the accuracy of all 
assets recorded on the books of the company. This responsibility 
relates to the steamship company as well as to its subsidiaries. 
Periodic reports are made by the Office Manager to the Comptroller 
with his recommendations for any adjustments to asset valuations 
which he deems necessary. 

The Office Manager is also responsible for the employment of 
all Accounting Division personnel and for office decorum. He also 
supervises and assigns all service personnel such as typists, comp- 
tometer operators, etc., who are not directly attached to a specific 
section. 


NATIONAL SHIPPING AUTHORITY ACCOUNTING SECTION 


This section is headed by a Senior Steamship Accountant, 
familiar with all operating accounting questions which can nor- 
mally arise and which are related to Government Agency Agree- 
ments. At the present time, this section is not very active since 
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the National Shipping Authority has been assigning relatively few 
vessels at irregular intervals, and this volume does not yet justify 
the segregation of the individual duties from those normally per- 
formed for Lykes’ owned fleet. 

All liaison between the National Shipping Authority auditors is 
handled by the head of this section, subject, however, to review 
and confirmation by the Comptroller as the auditor completes his 
assignment. All financial reports required by the National Ship- 
ping Authority are prepared by the head of the National Shipping 
Authority Accounting Section and reviewed by the Comptroller 
prior to release. 


ASSISTANT COMPTROLLER 


The Assistant Comptroller’s functions parallel those of the 
Comptroller, and he actually reviews all functions for which the 
Comptroller is responsible to insure that they are being carried 
out as planned. He acts as “trouble shooter” whenever emergencies 
arise in the accounting organization. He attends policy or planning 
discussions with the Comptroller to coordinate accounting pro- 
cedures accordingly. He is particularly responsible for procedure 
development and personnel assignment whenever special functions 
justify. 

With this form of organization, we practice interchange of per- 
sonnel between sections from time to time to broaden our personnel 
training. Also, as emergency assignments arise, all qualified per- 
sonnel from all sections are made available to the assigned super- 
visor. Thus, we train personnel and also tend to avoid having 
sharp lines of job or desk responsibilities interfere with the fluctu- 
ations of volume which are ever present in the steamship business. 
We also practice internal advancement of personnel, wherever 
possible, to maintain job interest, incentive to learn and to develop 
initiative. 
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TECHNICAL 
ACCOUNTING DEVELOPMENTS 


Herschel C. Walling 


BONDING OF CIVILIAN AND MILITARY PERSONNEL 


Regulations governing the purchase by the executive agencies 
of blanket or schedule surety bonds covering civilian officers and 
employees and military personnel were issued by the Secretary of 
the Treasury, pursuant to Public Law 323, approved August 9, 
1955, 69 Stat. 618 (Treasury Department Circular No. 969, 
November 1, 1955). 

The Comptroller General has advised the Secretary of the 
Treasury (B-8201, B-59149, December 6, 1955) that certification 
by the department and agency heads that such surety bonds have 
been procured by the agencies on their certifying officers and on 
disbursing officers, agent cashiers, and other officers to whom dis- 
bursing functions are delegated by the Division of Disbursement 
may be relied upon by the Treasury disbursing officers. (The indi- 
vidual bonds furnished by such officers have heretofore been filed 
with the Treasury Department). Division of Disbursement Circu- 
lar No. 145, December 23, 1955, prescribes the form and manner 
of furnishing the required certifications and fixes the amounts for 
which the officers to whom disbursing functions are delegated shall 
_ be bonded. 


OBLIGATIONS UNDER SECTION 1311 


- The Comptroller General advised the Secretary of Commerce 
(B-122358, October 3, 1955) that there is no objection to recording 
tentatively as obligations, the estimated cost of transportation to 
be purchased and reimbursements to be earned, including reim- 
bursements for transportation of household effects, within the 
current fiscal year at the time the travel orders are actually issued 
where it is administratively determined desirable in order to avoid 
certain additional accounting requirements; but all estimated 
amounts for travel and related expenses so recorded should be 
adjusted to actual obligations periodically and, in any event, prior 
to the submission of the report on obligations required by sub- 
section (b) of section 1311 of the Supplemental Appropriation 
Act, 1955. 
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_ This decision points out that the issuance of a travel or trans- 
_ portation order, in itself, does not constitute a contractual obliga- 
' tion, but merely constitutes an authorization for the person 
| specified to incur the obligation. The obligation is not incurred 
- until the travel is actually performed or until a ticket is purchased, 
provided in the latter case the travel is to be performed in the 
same fiscal year the ticket is purchased. 
' The Comptroller General has also ruled that pending litigation 
_ to enforce payment of a claim by the Government may not be 
considered as constituting a liability which is proper for recording 
_ as an obligation under section 1311, although it may be desirable 
nies to reserve administratively sufficient amounts to cover the con- 
and | tingent liability in order to avoid a possible violation of the Anti- 
of | deficiency Act. (B-124268, October 3, 1955). 


169. DISPOSAL OF EXCESS PROPERTY OF WORKING CAPITAL FUNDS 


The Comptroller General has ruled that excess property held by 
the working capital funds in the Department of Defense are to be 
ion | disposed of under the provisions of the Federal Property and 
ave | Administrative Services Act of 1949, (66 Stat. 593). Accordingly, 
on | where excess property is transferred to other Federal agencies 
dis- | the head of the Department may request reimbursement at the fair 
ent market value of the property or authorize the transfer without 
~ reimbursement. (B-125108, October 18, 1955). 

ile 


rcu- | ACCOUNTING SYSTEMS APPROVED 
ner 
for A revised accounting system and manual for the General Ac- 


hal] | counting Office was approved by the Comptroller General as to 
basic accounting principles, standards, and related requirements. 

The Comptroller General also approved the major characteristics 
of the Administrative Distursements Manual of the Railroad 
Retirement Board for writing checks for administrative payments 


-rce | and for issuing savings bonds under an integrated accounting- 
ling disbursing system. The Board may modify the detailed procedures 
1 tO | from time to time, after informal review with the accounting 
‘im- | systems representatives of the General Accounting Office. 

the Proposed forms and procedures for recording and controlling 
ued | the disposition of earned pay and allowances of U. S. Air Force 
oe Academy cadets have been approved by the Comptroller General. 
| be | ALLOTMENT OF OVERSEAS Pay 


rior 
sub- General Accounting Office General Regulations No. 101, October 
tion | 9, 1943, prescribed forms and procedures for effectuating allot- 
ments of pay of civilian employees stationed outside the United 
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States. These Regulations were rescinded by Supplement No. 1, 
December 9, 1955, in view of the fact that several agencies are 
operating on forms and procedures specifically approved for them. 
Other agencies are instructed to devise and submit forms and pro- 
cedures for approval by the General Accounting Office, in lieu of 
the prescribed standard forms and procedures heretofore used. 


ADDRESSOGRAPH FILES FOR ISSUING SAVINGS BONDS 


General Accounting Office General Regulations No. 117 provides 
procedures for the issuance of United States Savings Bonds pur- | 


chased under the Payroll Savings Plan by the use of files of 
addressograph plates maintained by the disbursing offices. Supple- 
ment No. 1 to these Regulations, issued December 8, 1955, provides 
a uniform method for advising disbursing offices of additions, dele- 
tions, or changes in the addressograph plate files by the use of a 
new standard form. 


UNPAID PAY AND ALLOWANCES OF DECEASED PERSONNEL OF THE | 


UNIFORMED SERVICES 


Forms and procedures for settlement and payment of the unpaid | 


pay and allowances of deceased personnel of the uniformed services 
pursuant to Public Law 147, approved July 12, 1955, were pre- 
scribed by General Accounting Office General Regulations No. 124, 
dated November 23, 1955. 


SECURITY STORAGES OF PAYROLLS 


Under the records security program of the General Services 
Administration, a copy of each payroll has been sent to a Federal 
Record Center for use in continuing the payment of the periodic 
payrolls in the event of an emergency. (B-103069, August 6, 1951; 
31 C.G. 795). The General Accounting Office has agreed to a pro- 
posal of the Treasury Department that the Division of Disburse- 
ment discontinue the preparation and transmission of extra copies 
of the payrolls which it prepares to the Federal Records Centers, 
in view of arrangements by most agencies for storage at relocation 
points of payroll records in sufficient detail to permit reconstruc- 
tion of pay records. (B-45109, June 22, 1955). 


BILLS FOR TELEPHONE TOLL SERVICE 


A circular letter from the Comptroller General to the Heads of 
Departments, Independent Establishments, and Others Concerned 
(A-13067, December 2, 1955) announced that all independent 
‘ telephone companies are now authorized to bill Government 
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agencies on a statement of total toll service supported by the 
original toll tickets prepared by the operator at the time the calls 
were placed, in lieu of preparing the Statement of U. S. Govern- 
ment Official Toll Service (Form S.N. 650A) heretofore required. 


DISPOSITION OF SPECIAL FUND APPROPRIATIONS 


The procedures for disposing of balances in special fund appro- 
priations or general fund appropriations derived from special fund 
appropriations were revised in accordance with the provisions of 
Joint Regulation No. 4 and Treasury Circular No. 945 (Accounting 
Systems Memorandum No. 26, September 21, 1955). 


OPERATING AND MAINTENANCE COSTS FOR MOTOR VEHICLES 


The House Committee on Government Operations has requested 
the General Accounting Office and the General Services Adminis- 
tration to establish adequate reporting requirements for operating 


- and maintenance costs of motor vehicles, including related distri- 
_ bution of expenses and overhead costs, in order to obtain greater 


uniformity in agency reports. (House Report No. 1892, 84th Con- 
gress). 


COLLECTION OF DEBTS 


General Accounting Office General Regulations Nos. 129 and 130, 
July 30, 1956, revise the procedures, heretofore prescribed by Gen- 
eral Regulations No. 120, for collection of debts due the United 
States. These Regulations define the responsibility of administra- 
tive agencies to collect amounts due the United States and estab- 
lish principles and standards to govern agency collection pro- 
cedures. They also prescribe procedures for reporting uncollectible 
debts to the General Accounting Office and provide for their re- 
moval from the accounting records of the agencies. 


RELIEF OF ACCOUNTABLE OFFICERS 


The Comptroller General is authorized by several laws, under 
certain conditions, to relieve disbursing and certifying officers of 
responsibility for illegal, improper, and incorrect payments and 
for physical loss of funds, vouchers, or records. The procedures 
for requesting relief of accountable officers is prescribed in Part 
II of General Accounting Office General Regulations No. 129, June 
30, 1956. 
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REIMBURSEMENT OF ACTUAL COST f 


The Comptroller General has defined the term “actual cost” as | 
used in the act creating the revolving fund of the Government 
Printing Office, and similarly in other revolving fund legislation 


and in Section 601 of the Economy Act of 1932 (B-126562, March | 


13, 1956). He stated that in a large operation it is impossible, as 
a practicable matter, to arrive at the actual cost of each job. The | 
amount should be arrived at from a bona fide attempt to determine - 
the actual cost and should, in fact, reasonably approximate the | 
actual cost. The methods used in determining the amount of the 


actual cost are primarily for determination by the agencies con- 


cerned. (See also 22 Comp. Gen. 74; 32 id 479). 


LIMITATION ON REVOLVING FUND 


Section 322 of the Economy Act of 1932 (40 U.S.C. 278a) limits 
the amount which may be expended from an appropriation, for 
repairs of rented premises. The Farm Labor Supply Revolving 
Fund was established (65 Stat. 741) to finance expenditures for 
the importation of Mexican agricultural workers into the United 
States. Although the monies originally provided for establishing 
this revolving fund have been returned to the Treasury and its 
operations since then have been financed exclusively by collections 
from private parties who employ the workers, the Comptroller 
General has ruled that it represents an appropriation subject to 
Section 322 of the Economy Act (B-126478, January 30, 1956). 


OVERHEAD IN CoSsT-TYPE CONTRACTS 


The Armed Services Procurement Act of 1947 provides that the 
cost-plus-a-percentage-of-cost system of contracting shall not be 
used. The Comptroller General has ruled (B-126794, January 27, 
1956) that this provision prohibits cost-type contracts which pro- 
vide for overhead payments based on a fixed percentage rate of 
some element of direct cost but do not provide for retroactive ad- 
justment to actual cost. There is no objection to the use of pro- 
visional percentage rates subject to retroactive adjustment of the 
charges to actual costs. This would not necessarily require that 
an audit of the contractor’s overhead charges be made in every 
instance. The decision to audit or not to audit, and the extent of 
an audit, would involve the exercise of judgment based upon a 
number of considerations, such as the significance of the amount 
involved, the dollar volume of Government contracts held by the 
contractor, previous experience, and the patent reasonableness of 
overhead data furnished by the contractor. 
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PAYROLL DEDUCTIONS 


The Comptroller General has ruled (B-127426, May 15, 1956) 
that payroll deductions may be made from the salaries of Federal 
employees only pursuant to specific statutory authorization. Pay- 


- roll deductions without such authorization would be in contraven- 
tion of Section 3477, Revised Statutes, which prohibits assignment 


of claims, Section 3620, which requires public moneys to be drawn 
only in favor of the persons to whom payment is made, and Sec- 
tion 3678, which requires appropriations to be used only for the 
objectives for which they are made. 

The utilization of the services of Federal employees during offi- 
cial working hours for the collection of funds for various charity 
drives and of monthly payments for Group Hospitalization, Inc., 
has been recognized as a proper exercise of administrative discre- 
tion with respect to the performance of duty of employees where 
they were not hired for and do not devote substantial periods of 
time to such purposes. (B-119740, July 29, 1954). 


PENALTY MAIL 


Public Law 451, approved March 29, 1956, repeals the require- 
ment in the Penalty Mail Act of 1948 (39 U.S.C. 321i) that the 
agencies report to the Postmaster General the number of penalty 
envelopes and wrappers on hand at the end of each fiscal year. 


INVOICES FROM VENDORS AND SUPPLIERS 


The Comptroller General has urgently requested the Government 
agencies to carefully review their administrative requirements 
with respect to the number of copies of bills or invoices which 
their vendors and suppliers are required to furnish, and to elim- 
inate any copies which may be dispensed with without detriment 
to their fiscal and administrative operations. The General Ac- 
counting Office requires only the original for audit (B-13067, Feb- 
ruary 3, 1956). 


FEES FOR GOVERNMENT SERVICES 


The Senate Committee on Government Operations has issued a 
report on Fees for Government Services (S. Rept. No. 1467, 84th 
Congress). This report reviews the background of Title V of the 
Independent Offices Appropriation Act of 1952 (P. L. 137, 82nd 
Congress) and the actions taken pursuant to this Act in fixing 
fees and charges for services furnished special beneficiaries. It 
contains the statements furnished the Committee by the various 
agencies on their present fees and charges in response to the Com- 
mittee’s request of October 5, 1955. 


27 


—— 
as 
ition 
2, as 
The 
nine 
the | 
the | 
con- | | 
mits 
for \ 
ving 
fo 
ited 
1ing 
| its 
ions 
ler 
tO | 
the 
; be 
27, 
pro- 
> of 
ad- 
the 
chat 
ery 
t of 
na 
unt 
the 
of 


CURRENT BOOKS AND ARTICLES 


Books and Pamphlets 


International City Managers Association. Municipal Finance Ad- 


ministration, 5th Edition. The Association, 1313 East 60th 
Street, Chicago 37, Illinois, 1955, 461 pages. $7.50. 


_ A revision of a well known handbook first published in 1937. Covers 
organization for finance administration, budget-making, administration 
and control, accounting, cost accounting, financial reporting, treasury 
management, purchasing and storing, and other specialized municipal 
financial functions. Prepared by more than 25 finance specialists for 
municipal officials, but useful at the Federal level. 


Thomas, William E., Editor. Readings in Cost Accounting, Bud- 


geting and Control. South-Western Publishing Company, 5101 
Madison Road, Cincinnati 27, Ohio, 1955, 785 pages. $6.50. 


A classified collection of approximately 60 recent articles and research 
bulletins on cost accounting and budgeting, sponsored by and published 
under the auspices of the American Accounting Association. The first 
part presents accounting and budgeting as management tools for plan- 
ning and control and the theory of cost accounting for income determina- 
tion. The second part deals with the problem areas of accounting for 
product and period costs, of planning and control, and of reports for 
management. 


“American Institute of Accountants. A Case Study on the Extent 


of Audit Samples. The Institute, 270 Madison Ave., New York 
16, N. Y., 1954, 128 pages. $1.75. 


Describes an actual audit case—a hardwood flooring manufacturer and 
its wholly owned subsidiary—and presents the views of eight accountants 
on the extent of sampling considered necessary to express an unqualified 
opinion. 


Institute of Internal Auditors, Research Committee. Internal Audit 


and Control of a Purchasing Department. (Research Com- 
mittee Report No. 2). Institute of Internal Auditors, 120 
Wall Street, New York 5, N. Y., 1955, 54 pages. $1.00. 


Contains a description of the major purchasing activities and of the 
survey techniques generally applicable to reviewing purchasing opera- 
tions by an internal audit group. It was prepared as a guide for internal 
auditors and to help purchasing men to understand better the objectives 
and techniques of internal auditors. 

The report “represents the ideas and opinions of many people having 
practical experience in the two fields of purchasing and internal audit- 
ing.” A draft of the report and a list of questions was sent to 50 selected 
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purchasing men, to more than 50 selected internal auditors, to several 
educators, and a few others. The final report was written on the basis 
of approximately 100 replies. 

An article by Mr. Bradford Cadmus, Managing Director of the Insti- 
tute, summarizing this study is contained in The Internal Auditor for 
September 1955, pages 6-14. 


National Association of Cost Accountants. Planning, Controlling 
and Accounting for Maintenance: A Summary of Practice 
(N.A.C.A. Accounting Practice Report No. 2). National Asso- 
ciation of Cost Accountants, 505 Park Avenue, New York 22, 
N. Y., November 1955, 27 pages. 50¢. 

A summary of practice in 52 companies, covering record keeping for 
maintenance and repairs, preventive maintenance procedures, and organi- 
zation of the maintenance function. 


Palen, Jennie M. Report Writing for Accountants. Prentice-Hall, 
Inc., 1955, 608 pages. $6.95. 

Covers preparation of audit and special reports: form and terminology 
of the balance sheet, income and surplus statements, consolidated state- 
ments, and other financial and statistical statements. Also covers prepa- 
ration of the opinion, the comments, correspondence, and graphs. Includes 
four chapters devoted to English for accountants. Written by a CPA 
with extensive experience in reviewing audit reports. 


Murhpy, Mary E., Editor. Selected Readings in Accounting and 
Auditing. Prentice-Hall, Inc., 1954, 431 pages. $5.25. 


Contains thirty-four articles or portions of publications covering both 
American and foreign viewpoints on current accounting thinking and 
trends. 


Holmes, Arthur W. Auditing Principles and Procedures. Richard 
D. Irwin, Inc., 1956, 808 pages. $6.50. 


The fourth edition of a well-known textbook in auditing. Stresses the 
review of internal control. Contains numerous illustrative cases. 


Institute of Internal Auditors. Bibliography of Internal Auditing. 
The Institute, 120 Wall Street, New York, N. Y., 1956, 107 
pages. $2.00. 


A comprehensive listing of books and articles on internal auditing 
through 1955, which up-dates an earlier bibliography issued in 1951. 


Articles 


“The Bureau of the Budget: A View from the Inside,” by Percy 
Rappaport, Assistant Director, Bureau of the Budget. Jour- 
nal of Accountancy, March 1956, pages 31-37. 


Reviews the powers, functions, and organization of the Bureau of the 
Budget. Discusses the approach and objectives of the Bureau in carry- 
ing out its various responsibilities: preparation of the budget, appor- 
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tionment of appropriations, management and organization work, im- 
provement and coordination of statistical activities, and clearance of 
proposed and pending legislation. 


“The Navy’s Performance Budget: Another Step in Military Cost 


Control,” by Commander Eugene W. Hurn, USNR, Head- 

quarters Comptroller, Eighth Naval District, New Orleans, 

La. N.A.C.A. Bulletin, February 1956, pages 728-737. 
Describes the adoption and use of the performance budget as one of 


Navy’s management tools for military cost control. Briefly covers both 
the preparation and execution phases of budgeting. 


“Tentative Statement of Cost Concepts Underlying Reports for 


Management,” by the Committee on Cost Concepts and Stand- 
ards of the American Accounting Association. Accounting 
Review, April 1956, pages 182-193. 


A broad, concise statement of cost concepts for management reports, 
along the lines of the Association’s well known earlier statement of Con- 
cepts and Standards Underlying Corporate Financial Statements. The 
statement of cost concepts discusses very concisely the nature of business 
cost, costs for project planning, costs for period planning, costs for 
control, historical cost reports for planning and control, and costs for 
external purposes. 


“Cost Control as Applied to the Smaller Business Organization,” 


by L. J. Benninger, Associate Professor, University of Ala- 
bama. Accounting Review, January 1956, pages 95-98. 


Discusses briefly a simplified approach and techniques for holding 
costs within established limits and maintaining efficiency of expendi- 
tures. Outlines four cost control devices: projected income statements, 
analysis of historical income statements, a budgetary program, and spot 
studies and special analyses. Recognizes a standard cost system as the 
ultimate in cost control but advises the management of a small business 
to approach standard costing cautiously. 


“The Testing of Internal Control,” by William D. Sprague, Arthur 


Anderson and Company. Journal of Accountancy, March 
1956, pages 49-55. 


Suggests means of testing whether the internal control procedures are 
adequate, particularly in situations where the control may be weak. 
Various supplemental procedures are outlined for use where some exten- 
sion of the usual procedures appears advisable. 


“Computers and Accounting Systems—A Bibliography,” by Robert 


H. Gregory, Assistant Professor, Massachusetts Institute of 
Technology. Accounting Review, April 1956, pages 278-285. 


A selected list of books and articles on equipment design and construc- 
tion, system investigation and equipment application, and system 
analysis, appraisal, and revision. 
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im- American Institute of Accountants. Journal of Accountancy, No- 
e of vember 1955. 


The November issue is the 50th Anniversary Issue of the Journal of 
Accountancy. It contains the following eight articles presenting “the 


Sost candid views of eight eminent accountants on the present state of 
oad- accounting and its prospects for the future:” 
ans, — 1. The CPA’s changing practice, by Herman W. Bevis. 
: 2. The Progress of Auditing, by Samuel J. Broad. 
c= 8. Dilemmas in Today’s Reporting, by William W. Werntz. 
| 4. Taxes: Friend or Foe?, by J. S. Seidman. 
; 5. Advisory Service: New Frontier, by Marquis G. Eaton. 
for 6. Accounting in Management, by Joel Hunter. 
7. Training for the Profession, by Donald P. Perry. 


8. Ethics: The Profession on Trial, by Edward B. Wilcox. 


orts, “A Look at the New Look in Federal Taxation,” by Paul K. Web- 


Con- 


The ster, CPA, formerly Assistant Commissioner of Internal Reve- 

ness nue. Journal of Accountancy, October 1955, pages 43-49. 

for Describes the organization of the Internal Revenue Service and its a 
; for processing of income tax returns. 


“State-Municipal Relations in Financial Control,” by T. E. Mc- 


” 
ah Millan, Jr., Industrial Economist, Federal Reserve Bank of 
- Dallas. Accounting Review, October 1955, pages 592-599. 
: Summarizes the results of a series of questionnaires sent to the 48 
ding States covering control by the States over accounting, reporting, auditing, 
endi- and budgeting by their municipalities. Fifteen states prescribe and ten 
ents, recommend systems of accounts. Thirty states audit or supervise the 
spot audit of their municipalities. Twenty-three states exercise regulatory or 
3 the supervisory functions over municipal reporting. Twenty-seven states 
iness have formal laws governing the preparation of municipal budgets. 
The author suggests that the “states should constantly guard against 
inflexibility and excessive mandates which cannot be a successful substi- 
thur tute for qualified exercise of financial functions at the local level. : 
arch Within certain standards prescribed by the states, the municipalities a 
should be allowed to function with the necessary flexibility to prevent 
.their operations from being stultified by meaningless restrictions.” The 
5 are states “would do well to divert more attention to the holding of short 
veak. courses and instruction periods for (local) officials” because “the success 
xten- of state supervision, to a large degree, is dependent upon the ability and 


understanding of local officials.” 


bert “Some Notes of Reservation on the Use of Sampling Tables in 


e of Auditing,” by Robert J. Monteverde of Touche, Niven, Bailey, 
285. and Smart. Accounting Review, October 1955, pages 582-591. 
truc- Expresses some reservations on the application of acceptance sampling 
stem tables to accounting and auditing. Suggests that the “estimating mecha- 


nism of general sampling theory and survey design provides a more 
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promising approach to statistical applications in the audit area.” In this 
approach, the sample data are used to estimate for the entire data and 
the decisions are made after the estimates have been determined and 
evaluated in relation to other information, For additional information 
on the proposed sampling technique the author cites W. G. Cochran, 
Sampling Techniques, John Wiley and Sons, Inc., 1953, pages 1-50. 


SUBSCRIPTIONS 


THE FEDERAL ACCOUNTANT is available to nonmembers 
of the Association on a subscription basis. It is published quar- 
terly. Subscription requests received prior to June 30 of any 
year entitle the subscriber to back issues published during the 
fiscal year. 


FEDERAL GOVERNMENT 

ACCOUNTANTS ASSOCIATION 

P. O. Box 58, Washington 4, D. C. 
Please enter subscription for Fiscal Year 1957 copies of THE 
FEDERAL ACCOUNTANT. 
OO $2.00 check enclosed. O Bill me $2.00 
NAME 
ADDRESS 
CITY. 


(Individual copies available at 50¢ each to be paid when ordered.) 
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